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THE IRANIAN ECONQMY —-~ AN OVERVIEW OF PAST DEVELOPMENTS
AND LOOK AT FUTURE TRENDS

A WORD ABOUT THE SHAH -~ Without him, 0il alone could not

have done the job |

* At 55, he is at apex of 33 year career as monarch;
fully in comménd at home and important force
abroad. | o : ' ]

* Takes "King Businessh seriouﬁly; works seven days.
at it; shar)> mind and grasp of details; .elicits

advice; BUT he alone makes big decisions

%

Confident of fpture for Iran
* Strong alignmeﬁt with US and West, yet suspicious
of foreign inténtions - throwbacﬁ to earlier |
economic and military domination.
THE ECONOMY -- PAST Tﬁ;NDs
* Off to a shaky start in the 1950's -- nationalization
of oil, overthiow of monarchy, poiitical dissention
at home and foreign threats -- troublesome period
of early 1960's -~ rampant inflation, subsequent

enforced retrenchment by IMF, and economic slowdown.

Enter the Srah's program for development.

* Early strategy for develcpment of?industry based
on‘fofeign assistance -- technology and credits.

* Shift from esséntially backward aéricultural base.
Today, agriqulture accounts for aﬁout 10% GNP
compared to 33§ in 1960; industry!up fQrm 1il% to 18%;

oil has grown from 10% to about 50%.
’ ! ‘ .‘ ; Vo e muatn = = l
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Gii® growth about 11% yr 1965-72 but has spurted
sinve and in 1974 was about 40%. Oil a big’
factor but other industries as well

Natural gas ié expanding; petrochemicals growing;
and other manﬁfacturing and exploitive industries
moving ahead. ) '

Domestic manufacturing,_favored by protective

tariffs and captive market, now blossoming into

~fully integrated output. Potential for industry

with foreign dssistance. A word about automotive

and Mack planﬁ.
|

FUTURE ECONOMIC TRENDS

*

Growth at 156% yearly scems reasonable for remaining

three years of current Five Year Plan ending

' March 1978. No financial limitations on Iran -- oil

revenues more than sufficient to cover total
spending oﬁ.aﬁout $67 billion during 1974-78.

Demand for imgorts (about 26% yearly incl. inflation)
rise from about $9.4 billion in 1974 to $20 |
billion by 1978. f

Development fa&ors petrochemicals; eneréy (oil and
nuclear), stees communications, a%d broad spectrum
of miiitary sp?nding. L i

Iran is gettiné most of its new iédustry from the
West, spurrinqlefforts with credits on occassion

(UK, France, Ifaly). On occasion buying into Western
! )

companies to got technology (Krupp of West Germany

A2nA charn in Branma'le Puradina" far_envichoad nranium) |
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* Other -- Iran interest in sure line of industrial
raw materials. urrently, the nea2d is most.pressing
and covers wicde variety of materials from cement
to aluminum. Surety of supply is furemost to

. Iranians and efiorts macde to tie-in credits with
deliveries -~ eg. $1 billion advaice to UK and
substantial credits to India for joint ventures

-

calling for supply to Iran.

GROWTH INHIBITANTS __ Not all can be solved by money nor
in a short time
* Recent sharp grewihr not likely to continue as

bottlenecks hawve casvelioped: .

L2} ]

The Labor Force Situaticn —-- Shortage of
700,000 technically skilled plus need
for managexs. Soxe 2 million more jobs
created by industry in next few years ---
women workers will help but shortages

-2 *
will admittedly call for imports.

Pressure to recruit from the farms -- reversal

-of plans -- Zor factories; some word on the
: ) problems oI the mass immigration to cities;
wages; and unions.
The backup at ports and inadeguete internal

transport systen
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The Inflationary Prcblen
The Financlal Marke:s
The Internal Planning Structure
*  Future Markets
. i :
. Will the area support the petrochemicals bulldup;
. | -
the surplus oI steel (ouiput 11-15 million tons;
demand 7-8 million tons 1960)
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. ' Iran: FEconomic Brief

o

Land:

636,000 square miles (larger than Alaska and more than
twice size of Texas)

14% agricultural, 1l1% forested, 16% potentially cultivable,
8% grazing, 51% desert, waste’ or urban

Population:
32.2 million (1974), growth rate 3.1%
Urban 43%,fliterate about 33%

Labor Force:

9.2 million (41% agricultwie, 20% manufacturing, 8%
construction, 7% civil service, 24% other)

Growth 300,000 year, 3.4%

- 3.5% open unemployment

Gross National Product (1974):

$41 billion Growth rate 1965-74: 16%/vear
. 1973-74: 40%/year

0il 50%, nén-oil 50%, (agriculture 9%, industxy 20%,
services 21%)

GNP per capita $1,300

: Balance of Pavments (Estimated) 1974:

. (Million US §)

! . Current account

! ‘ ' 0il revenues 20,600
! . Other exports & services 1,750
: . Total revenues 22,350
- less imports & services 9,400
Net current account 12,950

- Capital account (net) -4,570

i " Balance j 8,380

|
|
| ;

Financial:

. —em—— e
.

Exchange rate: (official) 67.62 rials to S1
(trade) 68.18 rials to Sl

. Central Bank reserves: $0.2 billion (December 1970)
! $1.2 billion (December 1973)
X $711 billion (November 1974)

Price increases, 1974 ;
Consumer: 12% (official), 20~25% (estimated real)

Wholesale: 14% .
Imports:  15% (first quarter)
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0il and Natural Gas

Natural Gas i
Reserves 300 trillion cubic feet

. ' Production 620 billion cubic feet (1952); 80% flared
1,900 billion cubic feet 1973

Exports = 1974 350 bhillion cubic feet UIZSR $95 million
0ld price 27¢ $200 million new price 57¢

“"Puture Revenues 565 billion cubic feet USSR $§ 847 millic
1,400 billion cubic feet piveline to Europe 2,100
. $2,947

0il Production (started 1913) Industry nationalized 1951

: kS % Revenues
Thovsand b/d  World M.E. Million $

"1960 1,054 4.8 20 285

' 1965 1,886 6.0 23 522

1970 3,82§ 7.0 28 1,136

1973 5,861 10.5 28 4,500

) 1974 6,000 10.9 27 20,600

Growth output 1965-70 (153/yr) 1970-74 (12%/yr)

Growth revenues 1965-70 (17%/yx) 1970-74 (75%/yrx)
Reserves estimated 70 billion barre‘ls 33 years
-."' - Productive capacity: 6,500 thousand b/d

; 0il exports to US (1973) 420 thousand b/d
Share of US 0il Imports 5.9% (September 1973) 11.2% (September 1974)
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